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DEPOSITORY INSTITUTIONS DEREGULATION COMMITTEE
Proposals intended to bring about the orderly phaseout of interest rate ceilings
on tine and savings deposits have been issued by the Committee for public
comment. The first proposal concerns the method by which the rate ceiling
is established for $10,000 minimum denomination, money market certificates
("MMCs") (see the 7/15/81 Fed. Reg., pp. 36712-14). The Committee has requested
comments on authorizing an additional method which would permit depository
institutions to offer higher interest rates when market rates are declining.
The Committee also proposed that the interest rate ceilings on MMC's be per
mitted to "float" with the rate on 26-week Treasury bills, thus permitting
institutions to vary the interest rate weekly during the term of the deposit.
Additionally, the Committee requests comments on the concept of creating a
new short-term deposit instrument. The second proposal concerns increasing
the interest rate payable on passbook-type savings accounts (see the 7/16/81
Fed. Reg., p. 36864). Required by law to consider the question by 9/30/81,
the Committee has requested public comment on whether to make such an increase
and, if so, to what level. Com m ents on these proposals are requested by 8/10/81.
For additional information contact Allan Schott at 202/566-6798.
In a related matter, the Committee has finalized rules concerning the
scheduled phaseout of interest rate ceilings on all time deposits at commercial
banks, savings and loan associations and mutual savings banks (see the 7/17/81
Fed. Reg., pp. 37020-23). Under the schedule, interest rate ceilings will be
completely eliminated according to a step-by-step procedure based upon the
original maturity of new time deposits. The new rules do not change the terms
or rates of any existing time deposits or passbook-type savings accounts. For
additional information contact F. Douglas Birdzell at 202/389-4261.
FEDERAL HOME LOAN BANK BOARD
The payment of interest on demand deposit accounts held by member thrift institutions
in the twelve Federal Home Loan Banks was the subject of a recent proposed
rule from the Board (see the 7/17/81 Fed. Reg., pp. 37056-57). Under the pro
posal, the banks will be authorized to pay interest on demand deposits, an
activity previously prohibited by regulation.
The banks requested this authority
in order to enhance their ability to serve the thrift industry. Payment of
interest will allow member institutions to make their funds more productive.
Comments are requested by 8/17/81. For additional information contact James
Stewart at 202/377-6457.
FEDERAL TRADE COMMISSION
A general oversight hearing on the FTC's activities concerning State-regulated
professionals and professional organizations was conducted on 7/15/81, by the
Senate Consumer Subcommittee, Committee on Commerce, Science and Transportation.
Acting FTC Chairman David Clanton testified before the Subcommittee after a
strong endorsement of FTC activities which was given by Senator Howard Metzenbaum
(D-OH). Acting Chairman Clanton generally defended the past policies of the
FTC and stated that except for FTC rulemaking in the area of "eyeglasses," the
FTC had obtained voluntary cooperation from other groups who had been the
subjects of FTC interest. He specifically mentioned "accountants" as a group
who had voluntarily taken steps to ease FTC concern. Ranking Minority Member
Senator Howard W. Cannon (D-NEV) took the lead in the questioning of Acting
Chairman Clanton and wanted to knew what authority the FTC had for taking steps
which seemed to preempt State law in the regulation of professions; why FTC
Regional Offices were initiating investigations that were nationwide in scope;
and, why the FTC's Bureau of Competition was involved in inquiries that were

-2described by the PTC as "economic" when the involvement of F T C ’s Economics
Bureau would seem more consistent with the stated purpose of the inquiry.
Acting Chairman Clanton responded that the issue of FTC authority to preempt
State law in certain narrowly-defined areas was still unresolved and that the
FTC is continuing to reexamine that area.
INTERIOR, DEPARTMENT OF
The establishment of a "Commission on Fiscal Accountability of the Nation's Energy
Resources to develop solutions to minerals management problems, focusing on
royalty accounting and theft" was announced by Interior Secretary James Watt
on 7/15/81. Secretary Watt, in a DOI News Release, said, "The serious allega
tions of waste and revenue loss resulting from inadequate fiscal accounting of
America's energy resources have been of concern for many years to the Interior
Department, the Congress, the GAO, the Indian Community, and the State Govern
ments which share in oil and gas revenues, and the Nation's taxpayers, but
little has been done to correct the deficiencies of the past." The Commission,
according to Secretary Watt, will review all current and proposed Departmental
efforts to address the problems. Chairman of the five-member Commission will
be David F. Linowes, founding partner of Leopold and Linowes, Certified Public
Accountants. Serving with Mr. Linowes on the Commission will be the Honorable
Elmer B. Staats, former Comptroller General of the U.S., Michel T. Halbouty,
earth scientist and engineer from Houston, Texas, and Charles J. Mankin, Director
of the Oklahoma Geological Survey. Nomination of the fifth member is expected
shortly. The Commission, according to Secretary Watt, will have assistance
from a special investigations team being set up by the Interior Department's
Office of Inspector General. The team will identify the nature and extent
of known or suspected oil thefts and losses of petroleum which affect royalty
payments and track the audits of royalty paying oil companies being performed
by the Office of Inspector General (OIG) audit teams and CPA firms contracted
by the OIG.
SECURITIES AND EXCHANGE COMMISSION
LIFO accounting practices and disclosures are the subjects of a recent accounting
series release from the Commission prompted by recent enforcement cases and
amendments to the LIFO book/tax conformity statute (see the 7/14/81 Fed. Reg.,
pp. 36127-29). The Commission, after reviewing the area, found that some prac
tices being used are inappropriate and that practices which potentially
contradict the conceptual basis of LIFO, i.e., the matching of current costs
and current revenues need to be examined. The Commission also has included
guidelines in the release for those LIFO companies who wish to make supplemental
non-LIFO income disclosures. Written comments concerning the practical
experiences of accountants and registrants in applying the LIFO inventory
method are requested. The release AS-293 is issued effective 7/2/81. For
additional information contact Arthur Schmeiser at 202/272-2130.
TREASURY, DEPARTMENT OF
Requirements for simplified employee pension plans, funding arrangements applicable
to spousal IRA's and the definition of "active participant" in an integrated
plan are the subjects of proposed regulations recently released by the IRS
(see the 7/14/81 Fed. R eg., pp. 36198-212). The regulations would allow
employees to deduct employer contributions to SEP's up to a maximum of 15 per
cent of the employees gross income or $7,500, whichever is less. Other pro
visions of the proposed regulations make SEP's easier to administer, including
a provision which allows employers to execute necessary documents on behalf
of an employee unwilling or unable to do so. The proposal would also establish
the type of funding arran
g ements that must be used and additional requirements
before contributions to spousal IRA's could be deductible under IRC section 220.

-3 Lastly, the proposed regulations define the term "active participant" for indiiduals covered by defined offset plans integrated with Federal or state benefits.
Written comments and requests for a public hearing must be mailed by 9/14/81.
For additional information contact William Gibbs at 202/566-3430.
Many taxpayers making Federal tax deposits are using the wrong deposit cards,
according to a recent IRS press release (IR-81-74). Since the deposit cards
are coded so that they can be processed by IRS computers, taxes deposited
directly to an authorized financial institution must be accompanied by the
appropriate Federal tax deposit card for the type of tax being paid. The
IRS noted that it is extremely important that taxpayers verify the printed
information on the card which indicates the type of tax and the tax period
for which the card is to be used.
If payment is made with an incorrect card,
the payment may not show on the account for which it was intended and a bill
for an underpayment may be sent to the taxpayer. For additional information
contact the IRS public affairs division at 202/566-4024.
SPECIAL:

SENATE VOTES TO BEGIN INDEXATION OF TAXES TO OFFSET INFLATION

Tax brackets and the current $1000 per person personal exemption will be tied
to increases in the consumer price index in 1985, if the House of Representa
tives agrees with action taken by the Senate on 7/16/81. Acting favorably on
an amendment to the Administration sponsored tax cut bill, the Senate voted
57-40 to alter the current income tax system which, because of inflation,
pushes individuals into higher income tax brackets as their income rises. The
AICPA’s Division of Federal Taxation, in a letter from Chairman William L. Raby,
contacted all Members of the Senate to express support for the Finance Committee
amendment, while noting that "this amendment is a desirable first step toward
complete indexing of the Internal Revenue Code to adjust for changes in the
value of the dollar."

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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